DR 96-150

ELECTRI C UTI LI TY RESTRUCTUR NG
Energy Efficiency Prograns

Order Establishing Guidelines for
Post - Conpetition Energy Efficiency Prograns

ORDER NO 23,574

Novenmber 1, 2000
PROCEDURAL HI STORY
On February 28, 1997, the New Hampshire Public
Utilities Comm ssion issued its Restructuring New Hanpshire's
Electric Uility Industry: Final Plan (Plan), Order No.
22,514, 82 NHPUC 122 (1997). In that order, the Conm ssion
pl anned to phase out existing energy efficiency prograns
offered by utilities and funded by utility ratepayers within
two years of the inplenentation of retail choice.
Subsequently, the Comm ssion issued its Order on
Requests for Rehearing, Reconsideration and Clarification,
Order No. 22,875, 83 NHPUC 126 (1998) which affirmed in part
and vacated in part its position in the Plan regarding utility
sponsored energy efficiency prograns. The Commi ssion, acting
in response to principles incorporated in RSA 374-F,
recogni zed that the
transition to market based prograns may take | onger
than the two-year period we mandated in the Plan,

t hough we continue to believe that such a transition
period is an appropriate policy objective. W also
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recogni zed that there may be a place for utility
sponsored energy efficiency prograns beyond the
transition period, but these prograns shoul d be
limted to 'cost-effective opportunities that my
ot herwi se be | ost due to market barriers.' W
believe that efforts during the transition toward
mar ket - based DSM pr ograns should focus on creating
an environment for energy efficiency programs and
services that will survive without subsidies in the
future.

ld. at 163. Further, the Conm ssion directed interested

st akehol ders to forma working group to explore a wi de range
of issues pertaining to the future of ratepayer-funded energy
efficiency activities in New Hanpshire. The Conm ssion
requested that the working group address a nunber of issues
relating to the follow ng: standards for evaluating energy
efficiency programs; the appropriate cost-effectiveness test
for future program eval uati on; market barriers; market
transformation initiatives; appropriate funding for |owinconme
energy efficiency prograns; the effect of energy efficiency
prograns on rates and recovery of necessary revenues; and the
contribution to funding of energy efficiency progranms by |arge
commercial and industrial custoners, even if they do not
participate in the programs or receive transition service.
Interested parties were instructed to contact the Conm ssion's
Executive Director. The working group was further directed to

take a fresh |l ook at energy efficiency prograns.
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Several parties indicated their interest in
participating in what became known as the New Hanpshire Energy

Efficiency Working Group (Working Group). The Working G oup

was conprised of Staff and a m x of stakehol ders from
utilities, governnental agencies, environnmental groups,
residential and business consumer advocacy groups and energy
service providers.! The Working Goup held its initial neeting
in May 1998 and conducted nunerous neetings thereafter for
over a year. Mst of the discussions were facilitated by a
hired consultant, Jonathan Raab of Raab Associates. The
cul mnation of the Working Goup's efforts was filed with the
Comm ssion on July 6, 1999 with the subm ssion of the Report
to the New Hanpshire Public Utilities Comm ssion on Ratepayer-
Funded Energy Efficiency Issues in New Hanpshire (Report). A
hearing on the Report was held on Septenber 24, 1999 at which
time M. Raab provided a summary of the Report and nenbers of
t he Working G oup provided individual coments.

On July 19, 2000, the Conm ssion, through its
General Counsel, issued a letter to the parties in DR 96-150

and DE 99-099 regarding the allocation of the System benefits

1
A conplete listing of Working Group participants is

included in the Working G oup Report submtted to the
Comm ssion on July 6, 1999.



DR 96- 150 -4-
Charge between | ow i ncone prograns and energy efficiency
prograns pursuant to Chapter 249, Laws of 2000 (effective June
12, 2000). The Conm ssion’s decision concerning the allocation
of the system benefits charge between | ow i ncone progranms and
energy efficiency is contained in Order No. 23,575, COctober
31, 2000.

1. FINAL REPORT OF THE NEW HAMPSHI RE ENERGY EFFI CI ENCY
WORKI NG GROUP

The Wobrking Group's recommendati ons, as detailed in
the Report, can be summari zed as foll ows:
1. Cost-Effecti veness Test: The Comm ssion shoul d adopt a

New Hanpshire cost-effectiveness test that includes the
fol | owi ng:

a) avoi ded generation, transmssion & distribution costs
for program participants;

b) programcosts (e.g., admnistration, nonitoring,
eval uation, etc.) for programparticipants;

C) both the benefits and costs associated w th market
effects (e.g., spillover, post-programadoptions);

d) guantifiable benefits and costs associated w th other
resources in addition to electricity (e.g., water,
gas, oil);

e) a 15% adder for additional non-quantified benefits

(e.g., environnental and other benefits); and

f) the cost of utility sharehol der incentives, but
applied to all prograns together rather than to
i ndi vi dual prograns.

The G oup agrees that all prograns includi ng new market
transformation initiatives should be screened using this
new cost-effectiveness test, and that progranms are
expected to surpass a 1.0 benefit/cost ratio. Both | ow
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i ncomre prograns and educational prograns could still be
approved by the Commi ssion even if they do not surpass a
1.0 benefit/cost ratio given their additional hard-to-
gquantify benefits. The Goup al so agreed on nunerous

ot her net hodol ogi cal issues and assunptions, but is
deferring on a recomendati on with respect to the
appropriate avoi ded costs pending sone forthcom ng
research being done in the region that nenbers wish to
review The Goup also agrees to the use of multi-year
anal yses to judge the relative value of ratepayer-funded
energy efficiency prograns in the context of energy policy
goals, the use of the Prine Rate, adjusted annually, on or
around June 1 so that projected costs and benefits can be
stated in present value terns; and a preferred but not
requi red use of coordi nated eval uati on and cost -

ef fectiveness analysis for prograns that are inplenented
on a coordinate or joint basis or which use the same
program desi gns, procedures and inplenmentation strategies,
so as to reduce eval uation costs and increase consi stency.

Formation of an Enerqgy Efficiency Commttee: The G oup
agrees that New Hanpshire utilities could continue to be
the primary programadministrators, at |east over the next
few years (i.e., during the period when transition service
is offered). However, the Group recomrends the formation
of a New Hanpshire Energy Efficiency Commttee to i nprove
program consi stency and reduce program adm ni stration and
i mpl ement ati on costs through cl oser cooperation anong
utilities and ot her stakeholders. The mission of the
Committee would be to devel op a consistent set of
statewi de core prograns for New Hanpshire ratepayers. The
G oup recomends broad stakehol der invol verrent in the
Committee and the devel opment of an annual report to the
Comi ssi on. Recomrended nenber shi p i ncl udes
representatives fromall of the jurisdictional electric
utilities, key state agencies (Governor's O fice of Energy
and Community Services, Departnent of Environnental
Services, (Ofice of the Consuner Advocate), and ot her

st akehol ders groups (consuner, environmnent al
suppl i ers/ energy servi ce conpani es).

Energy Efficiency Funding: The Group agrees that as is
implicit in the restructuring legislation, after 70% of
the State has gone to retail conpetition, each
jurisdictional electric utility shall budget 1 m Il per
kilowatt-hour (kW) in the first year and 1.5 nills per
kWh in the second year for energy efficiency, with the
option for an individual utility to exceed that level if
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t he conpany, other parties, or both so choose and the
Commi ssi on approves. The Goup did not reach agreenent on
funding rates after the second year, with some menbers
believing that it is prenmature to do so and ot hers
believing that funding rates in the range of 2.5-3.2 mlls
per kWh are appropriate. The Goup al so acknow edges and
accepts the Conmi ssion’s recent decision that | owincone
funding for energy efficiency should come directly from
the energy efficiency fund rather than the | owi ncone
electric bill assistance portion of the systembenefits
charge (SBC). However, the Goup agrees that once the

el ectric assistance program (EAP) is fully operational

t he Comm ssion should review the EAP programto determ ne
i f any EAP funds can be nade avail able for |owincome
energy efficiency progranms. The G oup has not devel oped
detail ed budgets by distribution conpany, by rate class,

or by programtype. However, the Goup did agree that
energy efficiency programfunds should be allocated to the
residential and commercial and industrial (C1) sectors in
approxi mate proportion to their contributions to the fund.
Additionally, the Goup agreed that |owincone prograns
shoul d be funded by all customers. Also, the Goup, with
the exception of two utilities and Staff, agreed that
under- and over-expenditures on energy efficiency prograns
shoul d be carried into the subsequent year for purposes of
cal cul ati ng energy efficiency budgets.

Sharehol der Incentives and Lost Fixed Cost Recovery: The
QG oup recomends that utilities be entitled to earn

shar ehol der incentives. The sharehol der incentive
approach agreed to by the Group is based on the
performance of the prograns nmeasured in terns of their
actual cost-effectiveness and energy savings relative to
the projected cost-effectiveness and energy savi ng
savings, respectively. Separate target incentives are
proposed for the residential and C1 sectors set at 8% of
the total programand eval uation budgets for each sector
Superior performance could be rewarded by up to 12% of the
pl anned sector budgets. The Goup, with the exception of
two utility nenbers, agreed that there should be no
recovery of |ost revenues for neasures installed post-

I npl enentation Date. The two utilities who did not agree
assert that they should be entitled to recover | ost
revenues for future progranms until ratenaking changes

di m ni sh the need for recovery. The G oup agreed that

i ssues associated with historic |ost revenues should be
dealt with on a utility-specific basis by the Conmm ssion
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Mar ket Franmework: The Group spent substantial tine trying
to forge a framework for determ ning when particul ar

mar kets shoul d be eligible for ratepayer funding. The
Goup westled with different perspectives anong its
nmenbers about the definition of a “rmarket barrier” and
whet her particul ar market conditions justified
consideration for targeted prograns. For instance, G oup
nmenbers coul d not agree whether: 1) lack of awareness
about an energy efficient technology or practice; 2) |ack
of availability; or 3) lack of wi despread utilization are
i ndi cative of market barriers or narket failures; are
nornmal for new products and services, or both. Despite
its lack of consensus on definitions and thresholds, the
QG oup worked hard to devel op potential tools to use in
assessing the eligibility of a given energy efficiency
technol ogy or practice for funding. These tools include a
detailed franework in matrix formlocated i n Appendi x 2A
and anot her narrative framework |ocated i n Appendi x 2B
Sorre nenbers prefer one over the other. Neverthel ess, the
entire Goup agreed that these frameworks have many
simlarities, are not nmutually exclusive and are not yet
fully fleshed-out. Still, the Goup recommends themto

t he Commi ssion and the proposed Energy Efficiency
Committee for potential refinenment and use.

Pr ogr am Desi gn:

The Group agrees that a proposal for a programin a narket
eligible for ratepayer funding should identify:

a) the reasons for addressing this market;

b) t he general approach or approaches that coul d best
addr ess those conditions;

C) the evaluation netrics and exit strategy;

d) budget ;

e) program adm ni strati on; and

f) cost-effectiveness.

The Goup further agrees that in designing prograns,
adm ni strators and ot hers shoul d adhere to certain
principles including, but not limted to:

a) nmaxi m ze opportunities for nmarket transformati on such
that long-terminpacts continue to occur after the
program has concl uded, thus creating pernmanent narket
changes;
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b) assure that ratepayer-funded efficiency prograns are
designed in a manner such that they conpl ement and do
not hi nder the devel opnent of private sector
efficiency products, services, and prograns and that
t hey encourage the devel opnent of private sector
products, services and prograns whenever possible,
with the ultimate goal of achieving energy efficiency
markets that operate effectively wi thout ratepayer
f undi ng;

C) assure that existing programdelivery nechani sns are
conti nued where they provide benefits (e.g., from
exi sting expertise, infrastructure, etc.), do not
conpete with private sector alternatives, and are
cost-effective. Consider and recomrend to the
Commi ssion alternative delivery mechani snms where
appropriate; and

d) assure that there are well-constructed exit or narket
transitioning strategies for technol ogi es and
practices. |Inplenmentation of these transitioning

strategi es should not wait until reaching exit

t hreshol ds, but shoul d begin as you approach them —
i.e., as the market matures. Such strategies nay

i ncl ude such things as increasing custoner
contributions of measure cost, using financing
nechani sns over rebates, and retail-focused prograns
over utility catal ogs.

Low | nhcone Enerqy Efficiency Program

The G oup provided a basi c program desi gn reconmrendati on
for a lowincome programfor New Hanpshire which incl udes
a statew de coordi nated program conprehensive energy
efficiency products, services, and education that could
save 1000 kWh per year per househol d on average, and
funding and infrastructure to ultinately serve

approxi mately 2,500 | owincone custoners per year. The

G oup recommended funding in the first year of $1.5
mllion and $2.5 nmillion funding | evel by program year
three. The G oup does not believe that sufficient funding
exists in the | owincome system benefits charge to sustain
both I owincone affordability and energy efficiency
activities are this tine. The Goup recomrends adopting a
hybri d program delivery which would provide for a
centralized integrated approach while maintaining the
option for utility specific progranms. The G oup believes
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a market exit strategy should not be instituted for the
| ow-i ncone residential sector at this tine.

L. COW SSI ON ANALYSI S

The Conmi ssion wi shes to thank the nmenbers of the
Working Group for their time and efforts to provide the
Conmmi ssion with the Report and the recommendati ons cont ai ned
therein. The diligence shown by the nenbers attests to their
desire to provide the Conm ssion with a franework that wl|
facilitate the delivery of cost effective energy efficiency in
New Hanmpshire.

The Comm ssion has considered the Report and the
statenments provided at the Septenmber 24, 1999 hearing, in
addition to prepared statenments and comrents provided
previously in this proceeding and other DSM dockets. W have
eval uated our policy on energy efficiency in a post-
restructured electric industry in light of those comments, the
Report and the passage of Chapter 249, Laws of 2000 as well as
the comments we received in response to the July 19, 2000
letter fromthe Comm ssion soliciting conments on the division
of the system benefits charge between | ow i ncone prograns and
energy efficiency/conservation prograns.

The best way to proceed is to establish guidelines
that assist the utilities and interested stakeholders in the

design and inplenmentation of future energy efficiency
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prograns. Although the Comm ssion adopts portions of the
recomrendati ons made by the Working Goup in the Report, the
Report itself is not considered a part of this Order nor are
all of the recomendati ons and concl usions stated in the

Energy Efficiency Working Group Report being adopted.

A. Leqgislative Intent; Conm ssion Policy and Goal

The Comm ssion's policy and goal for energy
efficiency were defined in response to the relevant policy

principle articulated in the Restructuring Act:

Restructuring shoul d be designed to reduce market barriers
to investments in energy efficiency and provide incentives
for appropriate denmand-si de nmanagenment and not reduce
cost-effective custoner conservation. Wility sponsored
energy efficiency progranms should target cost-effective
opportunities that may otherw se be | ost due to market
barriers.

RSA 374-F:. 3, X
The Conmm ssion defined its policy for energy
efficiency in Order No. 22,875 as follows:
The nost appropriate policy is to stimulate, where needed,
t he devel opnent of narket-based, not utility sponsored and

rat epayer funded, energy efficiency prograns, a principle
that the Legislature incorporated into RSA 374-F.

Qur goal for energy efficiency progranms was also clearly

delineated in Order No. 22, 875:

W believe that efforts during the transition toward
nmar ket - based DSM prograns shoul d focus on creating an
envi ronment for energy efficiency prograns and services
that will survive without subsidies in the future



DR 96- 150 -11-
W can not enphasi ze enough our belief that these

prograns must conpl ement the new energy narkets, and not

hi nder their devel opnent.
We continue to enbrace that overarching goal. The benefits of
a retail electric market will not be fulfilled w thout a
conpetitive whol esal e market and a vi brant, unsubsidi zed
energy efficiency market.

B. Tine Frane

In the Plan, we stated that we would cap the then-
current utility DSM program expenditures at their | atest
approved levels. W also put the utilities on notice that
rat epayer funded DSM prograns woul d be phased out over a two-
year period beginning with the inplenmentation of retail
choi ce.

We believe the transition service tinme frane
delineated in Chapter 249, Laws of 2000 provides a sound
starting point for all utility sponsored DSM prograns.
Transition service for PSNH s residential custoners, street
[ighting custonmers, and general delivery Rate G custoners is

avail able for 24 nonths after initial transition service ends,
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a total of 33 nonths. RSA 369-B:3, IV(b)(1)(B)(i).? To
ensure some consi stency and enhance market transfornmation,
this time frame will apply to the DSM progranms of all electric
utilities even though transition service for sonme nay
term nate before PSNH s transition service term nates. The
Comm ssion will evaluate whether it is appropriate to extend
the tinme franme or what other changes are needed as the end of

PSNH s transition period nears.

C. Enerqgy Efficiency Comittee

We appreciate the G oup’s proposal to form an Energy
Efficiency Commttee to | ook at market transformation.
However, we have a nunber of concerns about the proposed
commttee. We are concerned that the commttee will continue
to devel op and sponsor traditional prograns that have been
offered in the past. Further, we believe that the commttee
will not streamline the review process. It is an
under st andabl e obj ective; however, there will continue to be

opposi ng positions and parties and we view the hearing

2

In the rel evant provisions of Chapter 249, codified as
RSA 369-B:3, |1V, the Legislature did not establish any
requirenments outright. Rather, it set out certain
determ nations that the Comm ssion was required to neke,
and conditions the Comm ssion was required to inpose on
PSNH, in any finance order approving the securitization
of PSNH stranded costs. The Conm ssion did so in Order
No. 23,550 (Septenber 8, 2000).
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process as an inportant and necessary forumthat wll
continue to provide us insight from several viewpoints.
Additionally, we believe that it is inportant for us to hear
fromthose conpanies currently providing energy efficiency
services in the marketplace and the inpacts our policies have
on their business. The commttee as proposed seens too |arge
to be effective and enbraces a governance that woul d, at |east
based on the transition periods discussed earlier, utilize
resources that could better be devoted to program design,
i npl ement ati on and neasurenent. Moreover, we do not believe
it is appropriate to use ratepayer funding for the commttee.
We believe that a better way to proceed than with
the formal creation of the conmmttee is to request that the
utilities work together during program design to ensure that a
set of “core” progranms being offered have the same eligibility
requi renents, design, etc. to ensure consistency anong the
utilities. Any utility requesting to design a program
different fromthe other utilities should provide witten
testimony in its energy efficiency filing explaining its
proposed deviation fromthe core program An infornal
commttee process to |l ook at market transformation and to
conmment on utility core programofferings is acceptable and

encouraged. If an informal commttee is forned, we would
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encourage greater representation and participation of
busi nesses currently providing energy efficiency products and

services in New Hanpshire and New Engl and.

D. Cost-Effectiveness Test

We will accept the cost-effectiveness test as
proposed in the Wirking G oup’s Report. W do so recogni zi ng
that the thresholds of a benefit-cost ratio have changed, and
that the test itself now includes spillover benefits and costs
not previously included in the cost-effectiveness test, as
well as a 15 percent adder to represent environnmental and
ot her benefits of energy efficiency/conservation prograns.

Al t hough t he Conm ssion has not previously authorized the use
of adders, we will do so here and permt such a nmechani sm
until some material change occurs that would warrant our
reconsi deration of the adder or its magnitude.

Of greater concern for now is what avoi ded
generation costs should be used in the cost-effectiveness
test. The Report is silent on this topic, but nentions the
study done on this subject for DSM screening in Massachusetts
by the Avoi ded- Energy- Supply-Conponents Study G oup. The
Study Group devel oped generati on val ues based on a regi on-w de
cost sinmulation nodel. Although we and the Working Group have

not reviewed the Study Group's analysis, absent better avoi ded
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generation price estimtes we will direct the utilities to use
t he consensus val ues contained in that report as part of the
filing of the core progranms on January 1, 2001. |If the
January 1, 2001 filings contain avoi ded generation prices that
are different fromthose in the Study G oup report, the
filings should contain a detail ed explanati on of how the

avoi ded generation prices were calculated as well as why the
change was made. Those utilities not restructured or those,
such as PSNH, still supplying power fromtheir own generation
portfolio in the near-term should use the avoi ded generation
supply cost of their portfolio in the near-term and the

avoi ded supply prices contained in the Massachusetts report
for those years when the utility no |l onger expects to have its
own generation. Each utility will, of course, continue to use

its own avoided transm ssion and distribution costs.

E. Least Cost Fixed Revenues (LCFR)

Consi stent with Order No. 22,875, we continue to
believe that it is appropriate to nove as quickly as possible
fromthe paynent of | ost revenues as part of any energy
efficiency progranms and will deny recovery of |ost revenues on
a forward-going basis. The |argest portion of the conponent
of lost revenues that was and is currently recovered by

utilities is for recovery of fixed costs associated with
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generati on assets and/ or whol esal e power contracts, although

we recogni ze that DSM programs will continue to have an effect
on base rate revenue recovery. This effect on base rate
revenue does not exist in isolation, however. Nunerous

policies of the Conm ssion and practices of the utility affect
base rate revenue recovery. For that reason, we will not

i solate the on-going effect of one program such as DSM and
ascribe revenue effects to it and not to others. Rather, we
will continue to nove away from | ost fixed cost recovery and
toward a limted incentive program

Where the Comm ssion has dealt with the recovery of
generating assets and whol esal e contracts through stranded
costs recovery, the only costs left to be recovered through
| ost revenues relate to transm ssion and distribution. Should
a utility find that the energy efficiency prograns offered in
their service territories significantly reduce sales to an
extent that affects its profitability, the utility has the
right to file a rate case with the Conmm ssion.

As part of PSNH s restructuring settlenent agreenent
approved by the Conm ssion in DE 99-099, PSNH relinqui shes
recovery of any historic LFCR  Lost revenues that are
currently carried on the books of Concord Electric Conpany,

Exeter & Hanpton Electric Conpany or Connecticut Valley
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El ectric Conpany (CVEC) because of past or existing prograns
wi Il be considered on a case-by-case basis.

F. Pr ogr am Desi gns

Post retail choice energy efficiency progranms shoul d
denonstrate a novenent towards consistency in both program
of fering and program design. These progranms need to neet the
Legislature’s directive that “[e]lnergy efficiency prograns
shoul d target cost-effective opportunities that may otherw se
be I ost due to market barriers.” RSA 374-F:3, X

As we have stated above, we expect each utility to
file progranms that are part of a state-w de set of core
prograns. The principles listed on page 9 of the Report are
appropriate for the design of post retail choice DSM prograns:
the reasons for funding the program the state of the market,
t he general approach that will be used to transformthe market
for that particular product or service, the specific netrics
used to evaluate transformational effects, an exit strategy,
t he budget including program adm nistration costs, and the
cost-effectiveness of the neasure. Each utility filing,
whet her for the core prograns or its individual prograns,
shoul d al so include a thorough description of the steps it
intends to take to determ ne which progranms or nmeasures wl |

be offered, how the prograns or neasures will be delivered,
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the time franme for delivery, the estimted cost of delivery,
t he expected benefits of the prograns and ot her pertinent
filing conponents.

As we have stated previously, and as we state in a
concurrent order being issued today, |ow incone energy
efficiency progranms will be funded out of the general energy
efficiency budget of the electric utilities. Low incone
energy efficiency prograns should reflect an agreed-upon set
of core progranms. This is an area where we believe well -
desi gned, statew de progranms could help to alleviate the
apparent persistence of "undesirable market conditions,"” to
use the | anguage of the G oup, characteristic of this group of

custonmers.

G Pay As You Save

The Comm ssion believes that there are many benefits
that m ght be gained from noving energy efficiency prograns
from exclusive reliance on direct subsidies to greater
partici pant funding of conservation nmeasures. A properly
desi gned Pay As You Save (PAYS) program as described in
Publ i c Service Conpany of New Hanpshire, 84 NH PUC 185, 191
(1999), could potentially unleash pent-up consunmer demand for
efficiency measures. Under a PAYS nodel, utility or other

funding is used to finance the purchase of approved efficiency
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measures from vendors, and the neasure cost is repaid on the
bill over tinme, such that bill savings exceed neasure cost
paynments in the near term Variants include paynents running
with the nmeter for high-cost, long-lived nmeasures such as
insulation. |f successful, PAYS could directly transformthe
mar ket for efficiency by providing custoners a way to purchase
efficiency neasures that are cost effective fromthe

partici pants perspective today, but that are not purchased in
the volunmes that woul d be expected given that fact. PAYS
woul d elim nate up-front costs, overcone split incentives and
provi de assured savings to participating custoners.

Towards this end, the Comm ssion directs the
utilities to cooperate with GOECS and i nplenment a pilot PAYS
Program beginning with PSNH and the New Hanpshire Electric
Cooperative (NHEC). We direct PSNH and NHEC, in consultation
with GOECS, to file a proposed PAYS pil ot design by February
1, 2000 for Comm ssion review. To the extent possible, we
woul d expect the filing to be made jointly by PSNH and NHEC.
The amount budgeted for the PAYS pilot should be sufficient to
support a useful pilot, but should not exceed 10 percent of
t he DSM budget for the two utilities combined. After
reviewi ng the experience of PSNH and NHEC with the PAYS

concept, we will determ ne any changes that are necessary in
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t he PAYS program design and consider its extension to the
bal ance of electric utilities in the state.

H. | ncenti ves

We will accept the incentive nmechani sm proposed by
the Working Group. The Wrking Goup reconmmended a fornmula to
cal culate incentives to give utilities an opportunity to
provi de, at |east for now, utility-sponsored prograns that
woul d either not be provided by the market or prograns that
will help the transition to non-subsi di zed energy efficiency
progranms. The utility nmust denonstrate that the program for
which it seeks incentive paynents offers custoners
extraordi nary benefits and will enhance the nove toward either
non- subsi di zed DSM prograns or market-based energy efficiency.
These benefits should be over and above what woul d accrue to
ratepayers with prudent utility managenent.

Because the incentive mechanismis new, we wl|
closely scrutinize the utility DSM filings to eval uate whet her
it fairly bal ances the interests of sharehol ders and

custonmers.

| . Moni tori ng and Eval uati on

The Working G oup recognized the need to conduct a
review of the ratepayer-funded energy efficiency prograns.

The Working Group recomends nul ti-year anal yses that includes
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short and | ong-term savi ngs, market transformation, and
recognition of energy policy goals. The Report does not
state who will conduct the anal yses, but nentions the
preference for a cost-effective and coordi nated review. The
Wor ki ng Group has provided as attachnments to its Report two
framewor ks for the Conmm ssion to consider in our eval uation of
whet her and when certain energy efficiency products or
measures should no | onger receive ratepayer support.

The inmportance of a thoughtful and thorough
nmonitori ng and eval uati on program cannot be overstated. As
proposed in the Report, an assessnent of energy efficiency
prograns and neasures should analyze the effects of the
prograns and neasures on renoving and reduci ng market barriers
or transform ng the market for those products. However,
moni tori ng and eval uati on should include nore than the market
assessnment framework contained in Appendix 2 to the Report.
| mpact and process evaluations are inportant, as well.

The attachnments provided by the Working G oup should
prove hel pful in our future determ nation of market
transformati on progress for the nmeasures we approve during the
time frame we discussed earlier. W wll approve the use of

bot h frameworks set out in Appendix 2 for such a market
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transformati on assessnent. We note that Appendix 2A is the
nore robust of the alternative frameworks.

In addition to the market transformati on assessment,
we expect that an independent inpact analysis for the core and
non-core prograns will be perfornmed as appropriate. Such an
i npact anal ysis would focus on how well the prograns that are
i npl emented are providing the net benefits that are
forecasted. The January 1, 2001 core programfiling should
i nclude detail on how such independent inpact analyses will be
conducted as well as a proposed tine frane in which they wll
be conducted. The January 1, 2001 filing should also include
any proposals for process evaluations of new or continued

prograns.

J. Adm ni stration of Prograns

As recommended in the Final Report, we wll allow
the utilities to continue to adm nister energy efficiency
prograns; however, as discussed above, we direct the utilities
to join efforts and coal esce their individual program
offerings into a set of core prograns that neet the market
transformati on goals we have reiterated above. W expect the
utilities and other interested stakeholders to neet and try to
agree on a diverse, but limted set of core prograns that

woul d be filed at the sanme tine by all the electric utilities.



DR 96- 150 -23-
| f ratepayer-funded energy efficiency prograns
continue beyond the time frame we outlined above, we will re-
eval uat e whet her those prograns should be adm ni stered by a
third party or should be continued under the current framework
of utility adm nistration. One factor we will use in that
determ nation is which format noves toward market

transformation in the nost cost-effective and efficient way.

K. Applicability of Order to Gas Utilities

We defer the decision whether to inpose the
gui delines issued in this order on New Hanpshire's gas
utilities. W understand that although Northern Utilities,
Inc. participated in the Wirking G oup's neetings, EnergyNorth
Natural Gas, Inc., the utility serving approximtely 75
percent of New Hanpshire's natural gas custoners, did not. 1In
addi tion, we believe that all parties should have the
opportunity to comment on the applicability of this order to
gas utilities. Coments on the applicability of this order to
gas utilities should be submtted within 60 days fromthe

i ssuance date of this order

L. Utility Filings

In order to facilitate the thorough review of core
program of ferings, we will give utilities and other parties 60

days to agree upon a set of core programs. The core prograns
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shoul d be filed on or about January 1,

be on the efficacy of the core prograns.

-24-

2001.

Qur focus wll

| ndi vidual utilities

may file other energy efficiency prograns based on the

specific objectives of that

with the goals and objectives we stated above.

wi |l stagger the subm ssion of specific utility

efficiency programfilings as foll ows:

utility so long as they conform

The Conmm ssi on

ener gy

Uility Filing date Ef fective Date
Concord El ectric Conpany &

Exeter & Hanmpton El ectric Conpany June 1, 2001 Sept. 1, 2001
Connecticut Valley Electric Conpany June 1, 2001 Sept. 1, 2001

Ganite State Electric Conpany

March 1, 2001

June 1, 2001

New Hanpshire El ectric Cooperative

June 1, 2001

Sept. 1, 2001

Public Service Conpany of New Hanpshire

March 1, 2000

June 1, 2001

Should any utility anticipate difficulty in neeting the above

filing requirenents, that utility shal

file a request for

extension with the Conm ssion within thirty (30) days fromthe

date of this order.
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M Recovery and | nterest

The Working G oup has recommended that the energy
efficiency charge be paid by all custonmers. That
recommendation is consistent with RSA 374-F:3, VI, which
aut horizes the inmposition of a non-bypassable and
conpetitively neutral system benefits charge to fund, anpng
ot her things, energy efficiency progranms. Accordingly, we
accept the Wirking Group's recomendation. W note, as we
determ ned in Order No. 22, 999, 83 NHPUC 432 and Order No.

23, 172 (March 25, 1999), that energy efficiency costs shoul d
be recovered through the separate system benefits charge and
di spl ayed in an unbundl ed fashi on on custonmer bills.

Unl ess ot herw se noted, the funding for energy
efficiency progranms shall continue to be fully reconciling and
any nmonthly over- or under-collections shall accrue interest
at the prinme rate as reported on the first business day of the
nmont h applicable as reported in the Wall Street Journal.

N. Energy Efficiency Portion of System Benefits Charqge

Chapter 249, Laws of 2000, nore specifically RSA
369-B: 3, IV(b))6), provides for a total system benefits
charge, including both energy efficiency and | ow i ncome
assi stance prograns, of $0.002 per kilowatt-hour for 33 nonths

fromconpetition day for PSNH. In addition, this Comm ssion
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has further decided (in the conpanion order issued on this
sane day, Order No. 23,575) that the split between these two
prograns insofar as PSNH i s concerned should be resol ved by
apportioning $0.0012 per kWh to | ow i ncome assistance and
$0. 0008 per kWh for energy efficiency. The amobunt of the
surcharge that may be collected by the other electric
utilities as part of the SBC to fund energy efficiency
prograns is subject to the provisions of RSA 374-F. RSA 374-
F: 4, VIlII(b) provides that the total SBC for both energy
efficiency and | ow i nconme assi stance shall not exceed $0.0025
per kWh for any utility whose rates are at or above the
regi onal average during the first year after which conpetition
is certified to exist and $0.0030 per kW during the second
year after conpetition. The result of this |law, Order
No. 23,575, and RSA 374-F:4, VII1 (g) which nakes the | ow
i ncome portion of the SBC uniformfor all utilities, is that a
utility other than PSNH that is at or above the regional rate
average may not exceed $0.0013 per kWh for the energy
efficiency portion of the SBC during the first year after
conmpetition and $0.0018 per kWh during the second year. A
utility that is below the regional average is not subject to
these limtations for energy efficiency, though it is clearly

still subject to Conm ssion review and approval. In addition
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NHEC, by virtue of RSA 374-F: 4, VI11(d), is not subject
to the limtations on the energy efficiency portion of the
SBC.

Based upon the foregoing, it is hereby

ORDERED, that except as specifically noted above,
t he Comm ssion adopts the recommendati ons of the New Hanpshire
Energy Efficiency Working Group Report; and it is

FURTHER ORDERED, that the utilities shal

file their core programs on or about January 1, 2001; and it
S

FURTHER ORDERED, that any comments on the
applicability of this order to gas utilities shall be
submtted to the Conm ssion within 60 days of this order.

By order of the Public Utilities Comm ssion of New

Hanmpshire this first day of Novenber, 2000.

Douglas L. Patch Susan S. Ceiger Nancy Brockway
Chai r man Comm ssi oner Comm ssi oner

Attested by:

Claire D. DiCicco
Assi stant Secretary



